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KEY ECONOMIC INDICATORS 


All values in million U.S.$ Exchange rates as of March, 1975 


Unless otherwise stated. U.S.$1.00 = $20.00 


l 3 

pi! c2/ p>! 

1973 1974 2% 
(Cumulative) Change 


INCOME AND PRODUCTION 
GNP at Current Prices (Mill.U.S.$) 7, 684 9,364 12,201 +30.3 
GNP at Constant (1962) Prices (Mill.U.S.$) 6,301 7,126 7,370 +3.4 
Per Capita GNP, Current Prices (U.S.$) 192 226 286 +26.5 
Production of major items (‘000 MT) 
Rice (paddy) (74/75) 12,294 14,175. 14,500 +2.3 
Corn (shelled) 2,300 2,550 +10.9 
Rubber 4iz 379 -8.0 
Tin Ore 29 28 -3.4 
Cement 3,706 3,923 +5.9 
Petroleum Products (Mill. Liters) 7,803 6,804 -12.8 
MONEY AND PRICES 
Money Supply 1,497 1,645 +9.9 
Public Debt Outstanding 2,559 2,535 -0.9 
External Debt Outstanding 436 491 +12.6 
External Debt Repayment & Interest 
as % of For. Exch. 
Earnings 2.7% 2.7% 1.7% 
Interest Rates: 
Comm'l Bar’: Prime 10.5 10.5 12.5 
Comm'l Bank Average 10.5-14 10.5-14 12,515 
Indices: 4/ 
Consumer Price (1962 = 100)— 124.9 139.5 172.0 +23.3 
Wholesale Price (1968 = 100) Eiken 136.6 176.1 +28.9 


BALANCE OF PAYMENT AND TRADE 
Gold and For. Exch. Reserves)/ 969 1,082 1,564 +44.6 


Balance of Payments 192 43 400° +830.2 
Balance of Trade -403 -478 -657 +37.4 
Exports, FOB 1,081 1,611 2,516, +56.2 
U.S. Share (10/74) 136 170 166 +21 .2 
Imports, CIF 1,484 2,109 3,173 +50.4 
U.S. Share (10/74) 233 292 348° +450 


Main Imports from the United States: qiiii.s)?: Machinery, Mechanical Appliances & 
parts (70.2), Tobacco (30.0), Iron & Steel (15.7), Cotton (43.3), Vehicles (13.6, 
Electrical Machinery (18.9), Petroleum Products (8.2), Chemical Products (17.1), 
Fertilizer (26.1). 
Footnotes: (r) revised (P) Preliminary (e) estimate for full year 
1/ Data are converted at $20.0 = $1.00 except 1972 when $20.8 = $1 was used 
2/ To date shown, otherwise for CY 4/ For Bangkok -Thonburi 
3/ Change from same period in 1973 5/ Net Foreign Exchange position 
Sources: National Economic and Social Development Committee; Bank of Thailand; 
Business Economic Department; Customs Department; 
National Statistical Office. 
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THAILAND 


SUMMARY 


The outlook for the Thai economy is favorable though politi- 
cal uncertainties could lead to an increasingly cautious 
attitude toward new investment. The Thai economy did well 
in 1974 with good agricultural production and a record 
balance of payments surplus. The overall growth in the 

GDP was 3.4 percent, falling short of the Five Year Plan's 
target rate of seven percent growth a year. The volume 

of international trade increased and sharp price increases 
for both imports and exports brought the value of foreign 
trade up by over 50 percent from 1972 levels. The terms 

of trade will be less favorable this year and earnings 

from other international transactions will not offset the 
trade deficit. There is, therefore, likely to be a deficit 
in the balance of payments in 1975. With international 
reserves high there is no need for this deficit to bring 
about any lag in Thai economic development, assuming the 
Thai Government proceeds with programs as planned. 


The inflation rate slowed perceptibly in the second half 
of 1974, but for the entire year the cost of living rose 
by about 23 percent. For 1975 the inflation rate for the 
year will probably be about half that of 1974. 


The new Thai Government does not have a stable majority in 
the Parliament and this could prolong the uncertainties 
over government policies that has been a negative in the 
investment picture for more than a year. 


Despite the difficult world economic climate and domestic 
political uncertainty here, U.S. firms doing business in 

and with Thailand have continued to do well and are generally 
optimistic about the future. Markets in such areas as agro- 
business, electronics, hospital and medical equipment and 
chemicals should continue to expand. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


The Thai economy is basically healthy and has the potential 
to build on the economic gains of the past, but there is a 
danger that political uncertainty and economic nationalism 
could carry the country toward economic stagnation. The 
past year and a half has been a time of political ferment 
and some economic issues have become politicized. Adjust- 
ing to the rapid pace of change since the ouster of the 
military government in October 1973 has not been easy, but 
the country so far has weathered the difficulties well. 


Compared with many other nations, and despite sharp oil 
price increases, Thailand has done very well economically 
in the past eighteen months. In 1974 its balance of pay- 
ments scored a record surplus, the agricultural sector had 
an excellent year and government revenue rose substantially. 


This relatively good performance should not obscure the 
fact that the rate of growth in the non-agricultural sector 
was the poorest since Thailand inaugurated its first five 
year economic development plan in 1961. Thailand's gross 
domestic product increased 3.4 percent in 1974, the slowest 


rate of growth in the past decade except for 1972, when 
unfavorable weather conditions cut agricultural production. 
By contrast with 1972, the agricultural sector performed 
well last year, but the other sectors of the economy lagged. 
The manufacturing sector was up by only 2.5 percent. The 
very primitiveness of Thailand's traditionally low-input 
agriculture was an advantage in 1974. Over three-quarters 
of Thailand's labor force is in agriculture, but due to low 
productivity it accounts for only 30 percent of the GNP. 
Thai farms are not mechanized to any significant degree, 

the use of fertilizer and pesticides is limited and high- 
yielding "miracle" rice has not been widely adopted. There- 
fore increased prices for fuel and shortages of fertilizer 
have not had a serious effect on Thai agriculture. 


The value of both imports and exports increased dramatically 
in 1974, 56 percent for exports and 50 percent for imports. 





Most of this increase was due to higher prices. Last year 
showed a continuation of the trend of narrowing the gap in 
value between imports and exports. In 1968 the trade deficit 
was equal to about 45 percent of imports. The deficit as 
percent of imports has declined each year since then and in 
1974 was only 21 percent. Thus, while the deficit was a 
record high in dollar terms, it has declined sharply in 
relation to imports, reflecting the excellent Thai export 
performance. Thai petroleum imports declined slightly in 
1974, but the bill was triple that of the year before. With 
international demand for Thai agricultural exports buoyant, 
Thailand was able to meet the increased cost for imported 
oil. The slowdown in the industrial sector caused a decline 
in demand from that sector. 


We expect the terms of trade to be less favorable for Thai- 
land in 1975. Prices of imported goods will be higher, 
while prices of major exports, such as rice, sugar, rubber, 
and tin, have already come down and are unlikely to return 
to the levels of early 1974. 


Balance of Payments in Record Surplus in 1974, but a 
Deficit Forecast for 1975 


In 1974, Thailand's net balance on goods and services was 

$300 million in deficit. This was balanced against foreign 
aid, oil concession payments and other transfers of $250 
million and net capital inflow of $350 million. The errors 
and omissions category was large in 1974---over $100 million 
in the black---perhaps accounted for by the smuggling of goods 
out of the country to avoid export taxes. The net result 

was a balance of payments surplus of $400 million, the high- 
est ever recorded in Thailand. 


For 1975 there will be a larger trade deficit and possibly 
lower receipts from services (U.S. military spending is 
included in this item). Other categories of international 
transactions will not cover the trade deficit and there will 
therefore be a deficit in the balance of payments. Thailand's 
economic policy-makers in the past have been willing to 
sacrifice economic growth to the protection of foreign ex- 
change reserves. They should be able to view a balance of 
payments deficit in 1975 with some equanimity, considering 

the high level of reserves (over $1.6 billion as of January 31). 





Inflation Rate Slows in Second Half of 1974 


The severe inflation of the early months of 1974 eased at 
mid-year and by year-end prices had generally stabilized. 
For the full year, the cost of living rose 23 percent and 
the index of wholesale prices 29 percent compared to increases 
of 12 and 23 percent for those two indices in 1973. Most of 
this increase was in the first half. The major part of the 
Oil-induced price increases occurred in the first few months 
of the year. Other reasons for the slow-down in inflation 
were the decline in the world price for rice which relieved 
pressure on domestic prices and selected domestic price 
controls on many commodities including petroleum products, 
sugar, detergents, and paper products. In January through 
May the consumer price index rose at an average monthly rate 
of over three percent, while from May through December it 
slowed to a rate of less than half of a percent per month, 
actually declining in December. This slowdown in inflation 
vindicates the government's shift in policy at mid-year 

from a generally deflationary to a moderately expansionary 
policy aimed at countering the trend towards recession. 
Government statisticians have estimated that the inflationary 
rate in 1975 will be about half of that in 1974. 


Fiscal Measures Should Help Economy in 1975 


In mid-1974 the government recognized that the likelihood 

of recession was a greater threat to the Thai economy than 
further inflation and took a number of steps to increase 

the money supply and mitigate the effects of a recession. 

This involved both fiscal and monetary moves, including re- 
duction of the cash reserve ratio requirements of the Bank 

of Thailand, a planned deficit in the 1975 budget and decisions 
by the Bank of Thailand to rediscount notes of textile 
companies. 


In fiscal 1974 (ending September 30) the large surplus of 
receipts over expenditures by the government was a definite 
drag on the economy. This large surplus occurred because 

of higher receipts than anticipated and under-spending by 
the government particularly in construction projects. For 
1975 there should be a deficit in the national budget. The 
injection of government funds into the economy should stimu- 
late expansion of the economy. 





Petroleum Prospects 


The seven concessionaires drilling in the Gulf of Thailand 
have sunk a total of 20 off-shore wells in the period since 
1971, and have struck natural gas or oil in seven wells. Al- 
though this was an unusually high "success ratio," two 
follow-up wells drilled late in 1974 to delineate the field 
after prior discoveries proved dry, raising the spectre, 
however faintly, that petroleum reserves in the Gulf might 
lie in numerous, isolated cells rather than in large reser- 
voirs. However, prospects remain good and drilling oper- 
ations planned for 1975 will in all likelihood establish 
whether petroleum deposits in the Gulf are commercially 
viable. In the Andaman Sea, the RTG granted concessions 

to three deepwater blocks during the year. The first Andaman 
Sea drilling operations are scheduled in blocks on the con- 
tinental shelf in 1976. 


Political Uncertainties Continue to Influence Invest- 
ment Decisions but Exports to Thailand Should Continue 
to Grow 


While the basic economic outlook is promising, political un- 
certainties persist. The new parliament elected in January 
is divided among a great many parties, and not even a group 
of like-minded parties has a clear majority. One attempt to 
form a coalition government has already failed and the second 
commanded only a slim majority when it submitted its policies 
to a vote of confidence. In the circumstances it will be 
difficult for the government to govern effectively. This 
will contribute to continued caution by investors. 


Foreign investors particularly may be cautious because of 

the strident economic nationalism demonstrated in the cam- 
paign waged to force cancellation of tin mining concessions 

of an American-Dutch company operating in south Thailand. 

The virulence of the campaign and the manner in which the 
concessions were terminated will make potential investors 
reluctant to consider new projects until the Thai government 
renews assurances that it favors foreign investment. In the 
immediate future, there will certainly be postponements of 
investment decisions, or decisions to go elsewhere, especially 





by companies which have not already made financial or other 
commitments here. There is less reason to expect that the 
recent developments will have much adverse effect on trading 
with Thailand, or more specifically on exporting to this 
country. 


IMPLICATIONS FOR THE UNITED STATES 


Despite nationalism and governmental uncertainty, business 
has been going on pretty much as usual. Most American 
companies with offices in Thailand, manufacturers and sell- 
ers alike, seem to be enjoying profitable relations. If 
U.S. exports to Thailand increase in value to about 25 per- 
cent over the 1974 level, as is now expected, this will be 
somewhat lower than the 42 percent rate of annual increase 
the previous year, but it certainly does not represent 
stagnation. 


Moreover, a lower rate of increase, except to the extent it 
might relfect some decreased local economic or construction 
activity as the result of deferred governmental decisions, 
seems less likely to be caused by the political situation 
than by relatively high inventories of imported raw materials 
and anticipated overall price rises for imports. 


Expanding markets may be expected for a wide variety of 
goods, particularly products relating to the food processing 
and other agri-business industries, motor vehicle parts 

and servicing industries, electronics and EDP equipment, 
audio and visual aids, hospital and medical care equipment, 
chemicals and pharmaceuticals. 


Although there may be less room for American engineering and 
construction companies in the current environment, the future 
market for construction equipment could be good. Industrial 
equipment of all kinds, as well as many raw materials will 
continue to have a market. Even recognizing current uncer- 
tainties Thailand remains a country U.S. exporters will 

find well worth investigating. 
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